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Current ACtivity 
Tables 1 and 2 report the most 
recent results of the business 
outlook survey. Responses are 
from 75 area businesses that 
returned the recent mailing in 
time to be included in the report. 
Participating firms are repre-
sentative of the diverse col-
lection of businesses in the St. 
Cloud area. They include retail, 
manufacturing, construction, fi-
nancial, health services and gov-
ernment enterprises both small 
and large. Survey responses are 
strictly confidential. Written and 
oral comments have not been at-
tributed to individual firms.  
Survey responses from Ta-
ble 1 reflect normal seasonal 
strength that occurs each sum-
mer. In several categories, these 
responses are among the best 
recorded results in the sum-
mer survey since August 2005. 
The diffusion index on current 
business activity is 40, nota-
bly higher than its 31.3 reading 
one year ago. A diffusion index 
represents the percentage of re-
spondents indicating an increase 
minus the percentage indicating 
a decrease in any given quarter. 
For any given item, a positive in-
dex usually indicates expanding 
activity, while a negative index 
implies declining conditions.
Surveyed labor market in-
dicators suggest an improved 
climate for area workers. For 
example, the employment in-
dex is at its highest level since 
May 2006. In addition, the index 
on difficulty attracting quali-
fied workers — a measure of 
labor market tightness — is at 
its highest level since Novem-
ber 2007. While there remains 
a considerable amount of slack 
in the area labor market, firms 
are starting to report more dif-
ficulty finding qualified workers. 
Some firms have indicated con-
cerns about workers who have 
been unemployed for two years 
or more and others note skill de-
ficiencies in available workers. 
Local worker compensation has 
been rebounding since the first 
quarter of 2010 after declining 
the previous two years. Twen-
ty-eight percent of firms now 
exeCutive SummAry
Solid growth in key sectors 
of the local economy led to 
surprisingly strong private 
sector employment growth 
over the year ending July 
2011. With the education and 
health sector leading the way, 
area private sector employ-
ment increased 1.7 percent 
over the past year. While 
job growth appears to have 
stalled around the nation, the 
state and local economies are 
faring substantially better 
than is being observed else-
where. 
While we continue to see 
job loss in the goods-produc-
ing sectors, these losses are 
countered by solid gains in 
local service-providing em-
ployment. Education and 
health, retail trade, business 
and professional services, 
and leisure and hospitality 
sectors account for nearly 
half of local jobs. These sec-
tors each experienced job 
growth of at least 2.5 percent 
over the past year. The area 
government sector contin-
ues to shrink and now repre-
sents only 15 percent of lo-
cal jobs. Some of the decline 
in government employment 
this quarter is related to the 
state government shutdown 
in July.
The St. Cloud Index of 
Leading Economic Indica-
tors rose more than 6 percent 
in the May-July 2011 period, 
with large positive contribu-
tions from help-wanted ad-
vertising and initial claims 
of unemployment insurance. 
The Probability of Recession 
Index fell below a key level, 
belatedly signaling that we 
are no longer in a recession 
period.
Fifty-one percent of 75 
surveyed firms experienced 
improved activity over the 
past three six months, while 
only 11 percent reported de-
creased activity. This is the 
best performance on our 
summer survey since sum-
mer 2005. In addition, the em-
ployment index and the capi-
tal expenditures index are 
each the highest they have 
been in any current condi-
tions survey since May 2006. 
Surveyed businesses also in-
dicate some concerns about 
their ability to attract quali-
fied workers. Overall, this 
quarter’s current conditions 
survey suggests a labor mar-
ket that has improved sub-
stantially over the past three 
months.
Firms’ outlook over the 
next six months is largely 
one of favorable expected 
conditions. Forty percent 
of firms expect improved 
conditions over the next six 
months and 15 percent an-
ticipate decreased activity. 
Firms are also expecting in-
creased hiring and higher 
wage compensation over the 
next six months. The indexes 
on these items are the highest 
they have been in the sum-
mer survey in several years. 
Area firms appear to be more 
concerned about national 
business conditions than they 
have been in recent quarters.
In special questions, 60 
percent of surveyed firms re-
port no adverse effect from 
the state government shut-
down in July, although exten-
sive comments from those 
who were affected suggest 
this was a nontrivial event. 
Eighty percent of firms sup-
port a federal balanced bud-
get amendment, while only 5 
percent are opposed.  
All businesses surveyed 
were concerned about the 
possibility of a national re-
cession in the next year, with 
23 percent of respondents 
“greatly concerned” and 37 
percent “moderately con-
cerned.” One-third of survey 
respondents think that cur-
rent Federal Reserve policy 
should be focused on contain-
ing inflationary pressures, 
while 23 percent think the 
Fed should pursue stimula-
tive policy. Twenty-nine per-
cent thought the Fed should 
take a neutral stance.
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November 2011 vs. three months ago August 2011 
Di	usion Index3Decrease (%) No Change (%) Increase (%) Di	usion Index3
What is your evaluation of:
Level of  business activity 
for your company
19.7 40.8 39.5 19.8 40.0
Number of  employees 
on your company’s payroll
14.5 65.8 32.9 20.0
Length of  the workweek
for your employees
9.2 67.1 23.7 14.5 13.3
Capital expenditures (equipment, 
machinery, structures, etc.) 
by your company
10.5 57.9 30.3 19.8 26.6
Employee compensation (wages 
and benets) by your company
0 65.8 34.2 34.2 24.0
Prices received for 
your company’s products 13.2 69.7 15.8 2.6 13.4
National business activity 7.9 60.5 22.4 14.5 24.0
Your company’s diculty 
attracting qualied workers 3.9 71.1 23.7 19.8 12.0
18.4
Notes: (1)  Reported numbers are percentages of  businesses surveyed. (2)  Rows may not sum to 100 because of  “not applicable” and omitted responses. (3)  Di	usion indexes represent the 
percentage of  respondents indicating an increase minus the percentage indicating a decrease. A positive di	usion index is generally consistent with economic expansion.
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• “It made the consumer 
skittish. They stopped 
spending money. Very 
disappointing season.”
• “The shutdown showed 
that government is 
needlessly too involved 
in our day-to-day busi-
ness lives.”
• “The state shutdown 
caused delays in build-
ing inspections and 
building permits. The 
result of the delays 
extended the project 
schedules and since we 
work on a fixed-fee ar-
rangement, there will be 
pressure on the sched-
ule. Much of our work 
is for public schools and 
there will be no delay in 
getting them open for 
school this fall.”
• “It hurt our company 
and many of our custom-
ers (road construction 
companies). The reve-
nue lost is lost for good.”
• “(No, but it) helped to 
make the point how state 
government touches us.”
• “Not directly, but state 
and other workers put 
off spending (and bor-
rowing) because of the 
shutdown and concern 
over how long it would 
last.”
• “The shutdown pre-
vented many of our … 
customers from obtain-
ing prorated license 
plates therefore pre-
venting them from put-
ting (our product) in 
service.”
• “Yes, I had a few large 
payments due and they 
were held up until the 
report paying increased 
wages and benefits over 
the past quarter.
Capital expenditures 
continue to show a posi-
tive trend. Twenty-nine 
percent of surveyed firms 
increased capital expen-
ditures over the last quar-
ter, while only 3 percent 
cut back. One year ago, 
only 20 percent of firms 
were expanding capital 
purchases (and 8 percent 
were decreasing capital 
spending). Despite turbu-
lence in financial markets 
in August, area businesses 
remain fairly sanguine 
about current national 
conditions. Thirty-two 
percent of firms indicate 
an increased evaluation 
of national business activ-
ity while 8 percent report 
a decrease in activity. Fi-
nally, the prices-received 
index in Table 1 suggests 
that price pressures may 
have plateaued at its cur-
rent index level. The pric-
es-received index has been 
approximately 13 over 
the past three quarters, 
reflecting some improve-
ment in pricing power for 
local firms. These num-
bers are not suggestive of 
the rampant inflation that 
some had predicted, but 
they have risen in the last 
year.
As always, firms were 
asked to report any fac-
tors that are affecting 
their business. These com-
ments include:
• “Finding qualified 
workers who want to 
work in a manufacturing 
environment is critical.”
• “The extreme amount 
of activity in North Da-
kota has been a double-
edged sword for us; 
we’ve seen a decrease in 
the amount of competi-
tion in this area but also 
had some difficulty find-
ing qualified workers.”
• “Raw material prices 
for tires continue to 
cause unprecedented 
price increases in our 
industry.”
• “Real estate continues 
to drag on sloooooowly.”
• “Recent Fed regula-
tions are major over-
kill and put in place 
to punish “big” banks. 
Congress has no clue of 
the unintended conse-
quences. Overregulation 
is costing us big bucks 
and is doing nothing to 
improve anything and is 
hurting the consumer.”
• “Increased unemploy-
ment taxes; impact of 
the government shut-
down further hindering 
my minimal profitability 
— poor government rep-
resentation of my busi-
ness needs.”
• “Other then tax-funded 
work it’s rather slow as 
private companies are 
holding off on projects 
waiting for a stronger 
economy.”
• “Onshore oil drilling 
is driving our business. 
The hydraulic fractur-
ing of oil and gas shale 
is a game change for 
our business and for the 
country. It is the biggest 
opportunity I have seen 
in my lifetime.”
• “We in the construc-
tion field are seeing 
pressures that are re-
stricting our recovery. 
Examples are increased 
permit and regulation 
fees and costs!!!!”
• “Consumer confidence 
is very low — not good 
for an economy that is 
mostly consumer driv-
en. Very concerned that 
this administration does 
not get it.”
• “Business is slow be-
cause no one wants to 
expand because they 
don’t know what the 
government will do. 
Government has to show 
leadership first.”
• “City sales tax is too 
high and should end — 
civic projects are com-
peting with private ven-
tures — city does NOT 
need a huge water park.”
• “All things considered, 
we have been very busy 
and expect to be through 
the end of the year.”
• “Lending for construc-
tion projects is non-exis-
tent!”
• “It’s still not over. At 
least one more year, 
maybe two.”
• “ … there has been 
little good news on the 
housing front for so 
long. Housing prices 
seem to continue to fall; 
less people are buying; 
foreclosures, while tem-
porarily seem to have 
abated, are not yet fully 
through the system.”
• “Banks are under pres-
sure to obtain real es-
tate appraisals on all ad-
versely classified loans 
and red properties.”
• “Volatility of raw ma-
terial prices is our big-
gest current challenge.”
• “Absence of economic 
growth and public/pri-
vate initiatives to re-
duce health care spend-
ing have reduced rate of 
volume growth vs. pre-
vious years.”
• “Gas prices, lack of 
residential/commercial 
building, consumer con-
fidence. We have diffi-
culty finding good, quali-
fied workers as they 
would rather remain on 
unemployment or not 
show up for work. It is 
very disappointing in 
the last three years as 
we have seen no chang-
es and there is great dif-
ficulty in obtaining bank 
financing.”
• “Six months from now 
we have no idea what 
this economy will bring. 
We’ve been fortunate 
to be busy this summer 
through October. After 
that, who knows.”
• “Consistent lack of 
adequate funding for 
school districts, cities 
and counties, etc.”
• “The food vs. fuel issue 
will become even more 
critical due to a very 
tight corn crop this year, 
coupled with the renew-
able fuel standard that 
used 5 billion bushels.
Future outlook
Table 2 reports the fu-
ture outlook for area busi-
nesses. While the index on 
future overall business ac-
tivity is noticeably lower 
than last quarter’s num-
ber, this is a normal sea-
sonal occurrence. Indeed, 
the value of 25.3 on this in-
dex is substantially higher 
than recorded in the reces-
sionary years of 2008 and 
2009. 
Future labor market in-
dicators also look favor-
able. The future employ-
ment index of 22.7 is the 
highest in the summer sur-
vey since summer 2004. 
In addition, the future 
employee compensation 
index is the highest it has 
been for several years. 
Area firms also express 
concern about difficulty 
attracting qualified work-
ers six months from now.
There is a modest re-
duction in the index on 
planned capital expendi-
tures over the next six 
months, although this may 
reflect some seasonality 
in this series. About one-
fourth of surveyed firms 
expect to increase capital 
purchases over the next 
six months. While 29 per-
cent of area firms expect 
higher prices received 
six months from now, the 
index on future prices re-
ceived, at a value of 20, 
has actually declined from 
its high reading of 30.3 in 
November 2010.
One area of concern for 
local firms is in future na-
tional business activity. 
Area firms have not been 
immune to the negative 
news about the national 
economy and many firms 
have expressed concern 
about the dysfunctional 
political environment in 
Washington. This quar-
ter’s future national busi-
ness activity index stands 
at 18.7, much lower than 
last quarter and its low-
est reading since Febru-
ary 2010. Concerns about 
national business condi-
tions appear to be further 
reflected in business re-
sponses to Special Ques-
tion 3 below. In that ques-
tion, more than half of 
surveyed firms express 
at least moderate concern 
about the possibility of a 
national recession over 
the next 12 months.
SpeCiAl QueStionS
The state government 
shutdown lasted for the 
first three weeks of July. 
During that period, many 
operations related to per-
mits, licensure, inspec-
tions, etc. were inter-
rupted. Contemporaneous 
anecdotal information in 
the print and electronic 
media suggested that the 
shutdown was having a 
direct impact on a variety 
of businesses around the 
state. Other stories looked 
at the indirect effect of 
the shutdown on consumer 
and business spending. We 
asked local business lead-
ers to comment on the ex-
tent to which the shutdown 
affected their business. 
We asked:
Question 1
Did the state government 
shutdown have an adverse im-
pact on your business? 
Sixty percent of sur-
veyed firms indicate that 
the shutdown did not 
have an adverse impact 
on their company, while 
39 percent noted nega-
tive effects. It will take 
many months (and years) 
to be able to quantify the 
extent to which the state 
government shutdown af-
fected the regional econ-
omy. For example, state 
government employment 
declined at a 24 percent 
annual rate for the state 
as a whole for July 2011, 
but nothing is known about 
how much this impacted 
regional expenditures. 
Firms’ comments suggest 
a wide range of effects of 
QBR
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9.2 39.5 46.1 36.9 25.3
10.5 61.8 22.4 11.9 2.6
1.3 47.9 36.8 35.5 40.0
2.6 57.9 26.3 23.7 18.7
TABLE 2-FUTURE 
BUSINESS CONDITIONS
Six months from now vs. November 2011 August 2011 
Diusion Index3Decrease (%) No Change (%) Increase (%) Diusion Index3
What is your evaluation of:
Level of  business activity 
for your company
Number of  employees 
on your company’s payroll
Length of  the workweek 
for your employees
Capital expenditures (equipment, 
machinery, structures, etc.) 
by your company
Employee compensation (wages 
and benets) by your company
Prices received for 
your company's products
National business activity
Your company’s diculty 
attracting qualied workers
10.5 51.3 32.9 22.722.4
5.3 60.5 26.3 21.0 17.3
3.9 61.8 28.9 25.0 20.0
6.6 64.5 22.4 15.8 12.0
Source: St. Cloud State University Center for Economic Education, Social Science Research Institute and Department of  Economics
Notes: (1)  Reported numbers are percentages of  businesses surveyed. (2)  Rows may not sum to 100 because of  “not applicable” and omitted responses. (3)  Diusion indexes represent the 
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there have been frequent 
comments during the last 
year over the lack of jobs 
in this economic recovery. 
In the United States in 
2011 there were about as 
many people employed as 
there were in 2000, while 
population grew by 30 mil-
lion. From a ratio over 64 
percent at the beginning 
of 2000, the employment-
population ratio has fallen 
to a little more 58 percent 
at present.
Long recessions tend to 
lower the number of people 
who choose to participate in 
the labor force. Long bouts 
of unemployment will dis-
courage some job seekers 
enough to get them to stop 
looking. those who keep 
looking, added to those with 
jobs, give us labor force 
participation. Dividing it by 
population gives us a rate.
While there are not of-
ficial data on local area 
labor force participation, we 
can form some reasonable 
estimates from the state 
demographer’s popula-
tion data and local area 
unemployment estimates 
from the Minnesota Depart-
ment of Employment and 
Economic Development. 
as the graph below shows, 
the labor force participa-
tion rate peaked in 2001 at 
59.8 percent. It has since 
fallen to a current estimate 
of 57.4 percent. this means 
that the St. Cloud unem-
ployment rate would have 
been 10.8 percent had area 
labor force participation 
remained at its 2001 level. 
Part of our economic reality 
is that people living in the 
area have left the workforce. 
It is not known why.
another way to view the 
data is to take the num-
ber of St. Cloud residents 
who report themselves as 
employed. the share of our 
population employed rose 
through the 1990s and then 
declined through the last 
decade, returning to the 
level found in the 1990-91 
recession. If St. Cloud’s 
current employment share 
of the population matched 
the 2001 peak, there would 
be 7,744 more workers in 
St. Cloud.
What happened to cause 
the participation of St. 
Cloud’s population in the la-
bor market to decline? one 
set of data from the Census 
Bureau identifies employ-
ment status separately 
for men and women. Male 
unemployment has risen al-
most a full percent between 
2005-07 and 2007-09 
(the latest data.) Female 
unemployment actually fell 
0.1 percent over the period. 
Male labor force partici-
pation for men between 
20-64 years old — the 
prime working years — fell 
5 percentage points over 
those overlapping three-year 
periods (88.2 percent to 
83.2 percent) while female 
participation fell 3 percent-
age points (80.6 percent to 
77.6 percent). this means 
that the unemployment 
rate would have been 10.8 
percent if the same labor 
force participation rate in 
2001 had continued to 
2011.  During this period 
1,726 female workers with 
children under age 6 left 
the workforce.
our recent coverage 
of the decline of goods-
producing sector could 
account for the drop in 
male labor force participa-
tion. the decline in working 
women with small children 
may reflect the fact that in a 
long recession women who 
lost jobs decided to exit the 
workforce and use their time 
to replace child care costs 
with own labor. and it is 
important to notice that this 
did not just happen during 
the Great Recession: the 
forces that caused these 
observations existed before 
the business cycle peak. 
nevertheless, larger forces 
in labor force participation 
muted the depths of this 
recession.
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As par f the "America  Jobs Act," 
President Obama has proposed a one-year 
extension of the emergency unemployment 
compensation program. Is your rm in 
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the shutdown.
Written comments include:
• “It made the consumer 
skittish. They stopped 
spending money. Very 
disappointing season.”
• “The shutdown showed 
that government is 
needlessly too involved 
in our day-to-day busi-
ness lives.”
• “The state shutdown 
caused delays in build-
ing inspections and 
building permits. The 
result of the delays 
extended the project 
schedules and since we 
work on a fixed-fee ar-
rangement, there will be 
pressure on the sched-
ule. Much of our work 
is for public schools and 
there will be no delay in 
getting them open for 
school this fall.”
• “It hurt our company 
and many of our custom-
ers (road construction 
companies). The reve-
nue lost is lost for good.”
• “(No, but it) helped to 
make the point how state 
government touches us.”
• “Not directly, but state 
and other workers put 
off spending (and bor-
rowing) because of the 
shutdown and concern 
over how long it would 
last.”
• “The shutdown pre-
vented many of our … 
customers from obtain-
ing prorated license 
plates therefore pre-
venting them from put-
ting (our product) in 
service.”
• “Yes, I had a few large 
payments due and they 
were held up until the 
shutdown was over. I 
was forced to borrow 
money to pay vendors 
and labor.”
• “It was a non-event.”
• “We were not able to 
post job openings on the 
state job service web-
site.”
• “Hiring was halted as 
we cannot hire anyone 
without a background 
check being submitted. 
Professional licensure 
was also on hold, but we 
were able to encourage 
all licensed personnel 
to act quickly to ensure 
their renewals were sub-
mitted for three months 
prior.”
• “We were already in a 
business slowdown due 
to a shortage of product, 
caused by the disaster in 
Japan.”
• “Not having availabil-
ity to DMV (Depart-
ment of Motor Vehicles) 
caused much greater 
business risk during 
shutdown without hav-
ing the ability to check 
for clear titles on vehi-
cles. State park closing 
hurt all businesses that 
depend on tourism.”
• “We had a $7 million 
project held up waiting 
for a $300 permit from 
the state.”
• “Dramatic effect — 
building had six closed 
offices and rent pay-
ments were over 45 days 
late.”
• “It affected tourism 
over the Fourth of July.”
• “Some clients were not 
able to close their loans 
when they needed titling 
or other government in-
volvement.”
• “Services not available 
to customers during a 
difficult time in their 
lives.”
• “Held up building in-
spections (electrical).”
• “Inability to obtain li-
censes.”
• “Licenses were not 
able to be processed.”
• “Only a small number 
of customers refrained 
from purchasing during 
shutdown.”
• “Consumers bought 
less.”
• “Business slowed tem-
porarily, probably due to 
uncertainty.”
The national debate 
over extending the fed-
eral debt ceiling took on 
many forms. One of the 
suggestions that arose was 
a balanced-budget amend-
ment for the federal gov-
ernment. Of course, a 
constitutional amendment 
requiring a balanced bud-
get would take years for 
states to ratify (and the 
form of the amendment 
would probably take Con-
gress months to write). 
Nevertheless, this is a 
seemingly popular propos-
al. We asked area business 
leaders:
Question 2
Would your business sup-
port a balanced-budget 
amendment for the federal 
government?  
Eighty percent of sur-
veyed firms support a bal-
anced-budget amendment 
and only 5 percent are 
opposed. It appears in the 
written responses to this 
special question that area 
firms are mostly interest-
ed in achieving budget bal-
ance by limiting federal 
spending. As always, the 
written responses tell an 
interesting story.
Written comments include:
• “So basic it defies ex-
planation.”
• “Yes, and corporate 
tax reform ... .”
• “We believe the debt/
taxes hurt our econo-
my.”
• “I also support Santa 
Claus and the Easter 
Bunny.”
• “A complicated issue, 
but basically it is not 
needed if our elected of-
ficials do their job and 
quit drawing lines in the 
sand. They seem to have 
forgotten the art of com-
promise.”
• “Just want it settled 
so we can focus on what 
should be most impor-
tant — adding jobs.”
• “The first requirement 
for anyone running for 
state or national office 
should be that they are 
able to balance their 
personal checkbook — 
the same should hold 
true for government.”
• “We need to get our 
government back on 
track. We cannot keep 
spending more than we 
bring in.”
• “With $150 trillion as 
a national balance sheet 
all we have to do is bring 
our cash in and out in 
balance and we are good 
to go. I am personally 
very optimistic about 
our country’s pros-
pects.”
• “The government, 
whether federal or state, 
should be required to 
spend no more than 95 
percent of the expected 
revenues.”
• “We need to get a han-
dle on this problem. It is 
not going to go away.”
• “Live within your 
means!”
• “It could restrict the 
government’s ability 
to provide services or 
funds in the name of a 
balanced budget. What 
business wants and 
needs is a stable envi-
ronment of government 
regulation so that the fu-
ture regulatory environ-
ment can be reasonably 
predicted.”
• “It’s just a plain simple 
good business practice.”
• “If they don’t turn in 
a balanced budget, they 
shouldn’t get paid.”
• “Spending is out of 
control.”
• “We receive no fund-
ing from government 
and as long as it would 
minimally affect taxa-
tion, we would support.”
• “Government should 
be held accountable.”
• “Only if solution in-
cluded income taxed to 
upper-income earners 
and not just cuts.”
• “We need to quit spend-
ing (and) get people to 
working; unemployment 
is a joke. How many peo-
ple we have interviewed 
who haven’t worked in 
two-plus years … “
• “We have to have a bal-
anced budget; why not 
the feds?”
• “If my taxes were not 
raised.”
Recently released na-
tional output data show 
that the U.S. economy 
grew very slowly in the 
first half of 2011, so much 
so that we may approach 
another national recession. 
Annualized output grew 
1 percent in the second 
quarter and 0.4 percent in 
the first quarter. We asked 
area business leaders:
Question 3
to what extent is your busi-
ness concerned that the u.s. 
economy will slip into reces-
sion in the next 12 months?
Twenty-three percent 
of firms are “greatly con-
cerned” and 37 percent are 
moderately concerned that 
the U.S. economy will slip 
into recession in the next 
year. Thirty-seven percent 
express slight concern 
and no surveyed business 
responded that they were 
unconcerned. This ap-
pears to reflect a change 
in attitude about local 
perceptions regarding the 
pace of national economic 
activity. External factors 
serve as a reminder that 
the U.S. economy is very 
vulnerable should a nega-
tive shock(s) occur in the 
coming months.
Written comments include:
• “If there is another 
recession, many small 
businesses will close 
their doors. We are hold-
ing on by our fingernails 
as are many other small 
business owners that we 
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Yes No
Other N/A = 0
Is your company in favor of the use of 
public funding to subsidize the 






*Numbers may not add up 
to 100 due to rounding.
Which of the following does your business 
feel is a priority of the 2012 legislative 
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Continued on Page 4G
While longer run trends 
are a concern for the St. 
Cloud economy, the last 
year has provided infor-
mation that the transition 
of St. Cloud to a service 
economy has accelerated. 
Employment by private 
St. Cloud area firms rose 
1.7 percent in the year to 
July 2011, as seen in Table 
3. Public sector employ-
ment was down, reflecting 
in part the partial state 
government shutdown 
that month. We expect that 
to reverse in the August 
data. All of the private sec-
tor growth came in service 
areas, lead by education 
and health services and 
leisure and hospitality. It 
would appear St. Cloud’s 
role as a regional center 
for retail activity contrib-
uted to this, as retail trade 
employment rose.  
Manufacturing and 
construction continued 
to struggle as they have 
since the beginning of this 
Great Recession. In fact, 
the recovery in goods-sec-
tor employment enjoyed 
elsewhere in the state has 
not yet spread to St. Cloud. 
Our recovery has seen 
more intersectoral move-
ment than other areas, 
which helps explain some 
of the difficulties in the 
area. Reallocation of labor 
is not easy, and it does not 
mean that the former con-
struction worker is now a 
teacher. We will see more 
structural unemployment 
in the area as workers re-
train from the goods sec-
tor to fields in the service 
sector.
The official St. Cloud un-
employment rate, shown 
in Table 4, remained at 7 
percent in July 2011, ex-
actly as it was in July 2010. 
This rate in July 2007, be-
fore the recession, was 
4.2 percent. As noted in a 
separate story on Page 2G, 
this rate would have been 
higher had the same share 
of the St. Cloud area popu-
lation been in the work-
force. We note that the 
unemployment rates in the 
Twin Cities and Minnesota 
as a whole were elevated 
in July due to the state 
government shutdown, 
which ended before the 
end of the month.
There was a sharp in-
crease in help-wanted lin-
age at the St. Cloud Times 
in the quarter, a good sign 
of labor market improve-
ment. Initial claims for 
unemployment insurance 
rose. The housing market 
continued to be in decline, 
with fewer apartment 
buildings being built in 
2011 than 2010 in the local 
market.  
The St. Cloud Area In-
dex of Leading Economic 
Indicators moved sharply 
higher in the last quarter, 
and is almost 10 percent 
higher than in July 2010. 
In Table 5 we find that 
three of four indicators 
were positive; the fourth, 
new business incorpora-
tions, only subtracted .05 
percent from the index. 
Sharp increases in help-
wanted advertising and a 
drop in initial claims for 
unemployment insurance 
(before the July public 
employee spike) were re-
sponsible for the bulk of 
the increase in the index. 
Contrary to national con-
cerns about a second re-
cession, the data shows the 
local economy safe from a 
recession for the next four 
to six months.
The St. Cloud Area Prob-
ability of Recession Index 
dropped below the 30 per-
cent level at last in June 
2011. This signal comes 
much later than our call 
from our leading indica-
tors series that the reces-
sion locally has ended. 
There has been some 
weakening of the business 
conditions index from 
the MidAmerican Survey 
from Creighton University 
(which is a factor in the 
St. Cloud index), as well 
as from state leading and 
coincident indicators from 
the Federal Reserve Bank 
have contact with.”
• “Most fixes to the econ-
omy have been artifi-
cial; for the most part it 
should be left to itself.”
• “I am planning on ex-
panding my facility 
based on the amount of 
business we are attract-
ing, and if we slip back 
into a recession, it will 
greatly affect the deci-
sion I have made.”
• “After weathering the 
last recession, we have 
positioned ourselves 
with additional resourc-
es and services so we 
would not be affected.”
• “I think the economic 
forces are happening to 
continue an improving 
economy, but our politi-
cians are messing it up.”
• “We put people to work 
— hard to do if business 
is stagnant.”
• “I view it as unlikely.”
• “I am more concerned 
now than I was 6-12 
months ago. With in-
creasing uncertainties 
regarding the cost of 
health care and taxes, 
there is little confidence 
from the business sec-
tor to invest capital, 
expand, or create new 
jobs.”
• “The bulk of what we 
produce is contract 
business so we have 
many customers and if 
they slow down in their 
orders we do have oth-
ers that could potential-
ly take their place.”
• “We need to see some 
of these current prob-
lems corrected before 
we grow our businesses 
and add staff.”
• “We seem to be so close 
to a recession, I do not 
think it would matter.”
• “I believe we are on 
the edge, but believe we 
will skirt a double dip for 
now. It would not take 
much of a negative jolt to 
make us go over the edge.”
• “Prior to the last few 
weeks, I was not con-
cerned about another 
recession. Now it is not 
so clear.”
• “Real estate recovery 
would be set back.”




• “The interest rate 
charges in 2012/2013 
could reach 10-15 per-
cent when inflation hits.”
The final special ques-
tion asked firms to reflect 
on what they think the 
proper current monetary 
policy course should be. 
The Federal Reserve has 
a dual mandate to achieve 
low inflation and promote 
employment growth. Their 
crisis management has led 
to a large increase in the 
number of assets held on 
their balance sheet and 
has caused some to be con-
cerned about the inflation-
ary potential of these ex-
traordinary policy actions. 
Given recent weakness in 
job growth and the poten-
tial for more rapid infla-
tion, we asked area firms 
the following question:
Question 4
Which of the following does 
your business feel current Fed-
eral Reserve policy should be 
focused on?
Area business leaders 
are almost evenly split 
on what they think the 
Fed should do. Thirty-two 
percent of survey respon-
dents think the Fed should 
be trying to contain infla-
tionary pressures, while 
23 percent want the Fed to 
promote economic stimu-
lus. Twenty-nine percent 
believe the Fed should 
follow a neutral policy 
course. 
Written comments include:
• “Less involvement is 
better.”
• “When you really don’t 
know what to do, sit 
down and shut up.”
• “I do not think they 
have any bullets left. 
They lowered rates too 
low and are now damned 
if they raise them and 
damned if they don’t. 
Not sure of the value of 
a QE3.”
• “The recent announce-
ment of a two-year 
freeze on interest rates 
was a good start.”
• “Stimulus with rea-
son.”
• “Stimulus packages 
have not worked. Just 
leave things alone at 
the federal level and let 
the economy recover. 
Every time Washington 
starts to tinker with 
things, business holds 
back until we can figure 
out what the costs are 
going to be.”
• “We need to get money 
circulating. Too many 
big companies are sit-
ting on cash reserves.”
• “They are supposed to 
be neutral, aren’t they?”
• “Not sure what the Fed 
can do when the federal 
government is trying to 
contain costs.”
• “The Fed is in a box 
created by the cheap 
monetary position of 
Greenspan. We’ll still 
pay for the cheap inter-
est rates.”
• “The country needs 
jobs — too many people 
out of work!”
• “By forcing work, not 
welfare.”
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Which one of the legislative priorities 
listed in the previous question does your 
























FRoM thE  Data :  a  RECovERy  oF  SoRtS
of Philadelphia. However, 
all three indicators remain 
positive.
The national and inter-
national news continues 
to weigh on local business 
leaders. The first half of 
2011 saw a significant sup-
ply disruption from the 
Japanese tsunami, and 
that was a drag on U.S. 
economic growth. There 
is speculation that third-
quarter consumption was 
weakened by the debt de-
bate in Washington. The 
Congressional Budget Of-
fice announced in August 
it expects 2012 gross do-
mestic product growth of 
2.7 percent under current 
economic policy. The CBO 
forecast includes expira-
tion of payroll tax cuts in 
January, which would fur-
ther restrain consumer 
spending. And concerns 
over the Eurozone coun-
tries will weigh on the na-
tional economy as the U.S. 
finds it more difficult to 
export to that large mar-
ket.
Against that backdrop 
we temper our optimism 
over the St. Cloud econo-
my, but the data are simply 
too strong to be swayed by 
the nightly news. We saw 
the strongest summer of 
local economic activity 
in six years as reported 
by local business leaders, 
backed by very good data. 
The partial government 
shutdown of July only 
slightly dampened this. It 
is only the national scene 
that causes us pause. Yet 
St. Cloud has avoided re-
cessions in bad national 
economies in the past, and 
may do so again. A boom 
seems unlikely, but steady 
growth seems in store for 
the remainder of the year.
St. Cloud times  •   www.sctimes.com




Source: Minnesota Department of  Employment and Economic Development and author calculations.
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# - The employment numbers here are based on household estimates, not the employer payroll estimate in Table 3.
* - Not seasonally adjusted
** - October 2001=100
NA - Not applicable
MSA = St. Cloud Metropolitan Statistical Area, composed of  Stearns and Benton counties.
TABLE 4 - OTHER ECONOMIC INDICATORS
St. Cloud index of  leading economic indicators
   October (St. Cloud State University)**     
St. Cloud MSA labor force
  October (DEED)
St. Cloud MSA civilian employment #
  October (DEED)
Percent 
change
St. Cloud MSA unemployment rate*
  October (DEED) 
Minnesota unemployment rate*
  October (DEED)
Minneapolis-St. Paul unemployment rate*
  October (DEED)
St. Cloud-area new unemployment insurance claims
   August-October average (DEED)
St. Cloud Times help-wanted ad linage   
   August-October average
St. Cloud MSA residential building permit valuation






























Help-wanted advertising in St. Cloud Times
Changes from July to October




New business incorporations -0.27%
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in the next qbr
Participating businesses 
can look for the next St. 
Cloud Area Business 
Outlook Survey in Novem-
ber. Results will appear 
in the next St. Cloud Area 
Quarterly Business Report, 
distributed on Dec. 18 with 
the St. Cloud Times. Area 
businesses that wish to 
participate in the survey 
can call the St. Cloud 
State University Center 
for Economic Education at 
320-308-2157. 
